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ABSTRACT 
 
Drawing on a survey of German non-profit organizations, this paper explores the state of 
implementation of corporate governance mechanisms by focusing on the organizations’ profiles. 
Subject of the research are those mechanisms as developed in the 2002 Sarbanes-Oxley Act for the 
for-profit sector which have since also been implemented for non-profit sector organizations. In 
applying chi-square tests, the association between the existence of these practices and a range of 
organizational characteristics was reviewed and the most influential characteristics were 
identified. This association of characteristics and practices explains a potential compliance of an 
organization. Such knowledge can be applied by a number of stakeholder groups, such as 
organizational decision-makers, legislators and sponsors. The identified characteristics, in order 
of importance, were annual revenue, age of the organization, existence of an international branch 
structure, organizations’ board members being active in the private sector, and organizations 
having an international scope of activities.  
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INTRODUCTION 
 
he 2002 Sarbanes-Oxley Act was enacted to address the specific causes of highly publicized scandals 
at a number of well-known US publicly traded companies at that time. Nevertheless, an immediate 
impact of the new law was also felt in the US non-profit sector where large organizations were first 
recommended, later mandated to implement corporate governance mechanisms similar to those adopted in the for-
profit sector.  
 
 Recognizing the pressures felt by non-profit leaders to consider the changes and developments brought on 
by SOA, it is important to assess how far non-profit organizations are already prepared to comply with practices 
modelled on the provisions of the Act.  
 
Research and resulting debates concerning the US non-profit sector have already been going on for some 
time (Ostrower and Bobowick, 2006, and Nezhina and Brudney, 2009), but influence on the non-profit sector in 
other industrialized countries can also be expected. In that regard, this paper is a contribution to that debate, focusing 
on the non-profit sector in Germany, and further research and debate are necessary concerning these countries. 
 
 Specifically, this research examines an association between the preparedness for compliance with the 
provisions of the Act to the organizations’ characteristics. The goal is to identify those characteristics which are 
most influential by displaying a significant association to high levels of preparedness.  
 
 Among those organizational characteristics identified are the annual revenue of the organization and its 
age, the existence of an international branch or sub-organizational structure, and the organization having an 
international scope of activities. An organization’s board members being active in the private sector was also found 
to be of note.  
T 
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 Knowledge about these influential characteristics can be used by organizational stakeholders in relation to 
matters of compliance. Organizational leaders, regulators, as well as donors and sponsors, are the main beneficiaries 
of the research findings. Further, consultants and services providers to the sector, as well as auditors, are also 
concerned.  
 
 In the following, first the Sarbanes-Oxley Act and its impact on the non-profit sector is introduced, 
including the specific identification of those measures of the Act which are important for sector entities. A brief 
description of the German non-profit sector and its particular corporate governance background leads to the 
definition of the organizational characteristics subject of the investigation.  
 
 After developing the research question, the research methodology and data analysis are laid-out. Here, 
specifics concerning each of the data collection methods - mail survey, interviews and documentary investigation - 
are discussed.  
 
 This paper concludes with the recommendations for each of the defined groups of non-profit sector 
stakeholders and the ways of application of the research findings.  
 
THE SARBANES-OXLEY ACT AND ITS IMPACT ON THE NON-PROFIT SECTOR 
 
 In 2002, the United States Congress passed the ‘Public Company Accounting Reform and Investor 
Protection Act’ - short-titled ‘the Sarbanes-Oxley Act of 2002’ (SOA) - to ‘protect investors by improving the 
accuracy and reliability of corporate disclosures’ (US Congress, 2002). 
 
 The implementation of the Act’s provisions has had a profound impact on publicly traded companies; in 
fact, corporate governance practices in most US companies were subsequently affected by the demands laid down 
here (Budak, 2003; Schuerman, 2004; Romano, 2005; Zhang, 2005; Iliev, 2007). Foreign companies listed in the US 
or operating subsidiaries there, as well as the overseas subsidiaries of US-based corporations, were likewise 
subjected to these changes thus adding an international dimension to the impact of the new law (von der Crone and 
Roth, 2003; Shirley, 2004; Iliev, 2007; Litvak, 2007; Menden and Kralisch, 2008; Piotroski and Srinivansan, 2008). 
 
 Whereas SOA was specifically aimed only at the for-profit sector, its passage immediately set off a debate 
whether non-profit entities should not be held accountable to the same or similar standard. It was put forth that 
certain provisions should also be mandated for the non-profit sector or at least be followed voluntarily as a matter of 
best practices (Heinz, 2003; Jones, 2003; American Management Association, 2003; BoardSource and Independent 
Sector, 2003; Budak, 2003; Baker, 2005; Oxholm, 2005; Broude, 2006, Ostrower, 2007). 
 
 On the one hand, non-profit management and boards were expected to demand transparency and internal 
control along the lines of the new standards in the corporate sector. On the other hand, the donor communities were 
also to benefit from improved accountability and increased protection from failure of organizations’ governance 
systems (Budak 2003). 
 
 Whereas recent research has shown that similar and comparable corporate governance practices were 
already implemented at a significant portion of sector organizations, further improvement of established systems and 
a need for increased accountability was supported by numerous sources (Jones, 2003; American Management 
Association, 2003; BoardSource and Independent Sector, 2003; Nezhina and Brudney, 2009). 
 
 The first actual legal embodiment of this debate is the California Non-Profit Integrity Act of 2004, 
specifically applying certain SOA provisions to non-profit entities (California Attorney General, 2004; 
Moerschbaecher, 2004; Ljung, 2005; Silk, 2005). 
 
 Beyond the progress on the legal side, there has developed a large body of best practice recommendations 
for US non-profit organizations based on the Act (Jones, 2003; Independent Sector, 2003; Everson, 2004; ABA 
Coordinating Committee on Nonprofit Governance, 2005; Jackson and Fogarty, 2006a; 2006b). 
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 Considering the impact SOA has had internationally on the corporate sector and the developments 
regarding SOA and the US non-profit sector, the Act can also be expected to have an effect on other industrialized 
countries with its mandates also becoming part of the development of non-profit corporate governance standards 
there.  
 
THE SOA FEATURES RELEVANT FOR CORPORATE GOVERNANCE IN THE GERMAN NPO SECTOR 
 
 The Sarbanes-Oxley Act was intended for the for-profit sector addressing particular corporate governance 
shortcomings. Only two of its provisions apply directly to the non-profit sector. Further prescriptions of the Act 
have, in the meantime, been cast into new laws governing non-profit entities and still more features are numerously 
recommended to be adhered to voluntarily by non-profit organizations. For the purpose of this study, it is necessary 
to define those provisions of the Act which are of note to non-profit sector entities. 
 
Identification of the Prescribed and Recommended Provisions 
 
 Researchers agree that there are two provisions of the Sarbanes-Oxley Act which also apply in the case of 
non-profit organizations (Budak, 2003; Hamel, 2003; Silk, 2004; Ostrower and Bobowick, 2006). One addresses 
record keeping, specifically document retention and destruction, which are covered in sections 802 and 1102 of the 
Act. Further, sections 806 and 1107 of the Act address the protection of individuals who provide incriminating 
information about their employer to the regulatory agencies. This is commonly referred to as “whistleblower 
protection”.  
 
 Taking these into account and further summarizing the above cited recommendations, the following list of 
Sarbanes-Oxley provisions, as basis for the research at hand, can be drawn up: 
 
1. Preparation and publication of financial statements 
2. Existence of a board financial audit committee 
3. Board financial audit committee members to have formal financial training 
4. Commissioning of an annual external financial audit 
5. Rotation of external financial auditor or lead audit partner at least every five years 
6. Existence of a formal conflict of interest policy covering the organization’s directors and executives 
7. Existence of a formal process to handle employee complaints 
8. Existence of a formal document retention/destruction policy 
9. Prohibition of loans out of the organization’s fund to its board members 
 
THE GERMAN NPO SECTOR 
 
 The German NPO sector, as part of the overall economy, has grown and developed consistently through the 
decades and continues to display significant dynamics and adaptability (Bode, 2003). On the basis of the economic 
growth of the 1950s through 1970s, the extension of the welfare state in the 1960s and 1970s, in particular, had led 
to sustained growth for the organizations in the sector (Zimmer, 1999). Beyond the welfare sector and other 
traditional fields of activities, this period also saw the establishment of new organizations in new areas, among 
others, environmental protection, foreign aid, and international poverty alleviation. These became new drivers of 
growth and participation in the sector, as well as stimulants of organizational development, now also with an 
international aspect (Salamon and Anheier, 1997; Zimmer and Priller, 2004). By now, the non-profit sector has 
reached the threshold of 5% of the entire employment of the German economy and it is, in comparison to the 
commercial and public sectors, the only part of the economy that has produced continuous increases in employment 
from 1960 through 1995. Its share of the Gross Domestic Product had reached 3.9% by that time (Zimmer and 
Priller, 2004). 
 
Corporate Governance in the German Non-Profit Sector 
 
 Corporate governance principles applicable to the non-profit sector in Germany are set down in a number 
of different laws and codes, but there is also a multitude of guidelines, recommendations or codes of conduct 
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published for the sector. The corporate governance principles can thus be divided into statutory legal requirements 
and third-party guidelines. Whereas legal requirements are obviously mandatory for the organizations, third-party 
guidelines can be further divided into binding and non-binding.  
 
Legal Requirements  
 
 There is no single body of law in Germany dealing with the non-profit sector corporate governance 
specifically and comprehensively. Rather, there are sections in a number of laws and codes addressing various 
aspects of non-profit governance (Anheier and Seibel, 1990). For example, basic requirements regarding registration 
and representation of associations are spelled out in the civil code (‘Bürgerliches Gesetzbuch’). As Walz points out, 
regulation specific to non-profit financial accounting are almost completely missing. Here requirements set down for 
the corporate sector are interpreted as applicable for the non-profit sector as well (Walz, 2004). Yet other financial 
aspects are regulated in various sections of the tax code. This fragmented basis for non-profit corporate governance 
is resulting, in part, out of the long and winding historical development of the sector in Germany, as well as the 
particularly heterogeneous nature of the organizations (Anheier and Seibel, 1990, 2001; Bode and Evers, 2004; 
Kraus and Stegarescu, 2005). 
 
Binding Third-Party Guidelines 
 
 Binding third-party guidelines are those that might arise out of organizational relationships; for example, a 
code of conduct issued by a national umbrella organization for its local or regional member organizations to which 
those have to subscribe (Deutsches Rotes Kreuz e.V., 1995; Diakonisches Werk der EKD, 2005). Non-conformity 
might lead to organizational sanctions for the non-compliant member organization. A significant portion of non-
profit sector organizations provide goods and most often services to state or municipal agencies or other 
governmental organizations which have outsourced to them the production of particular services. The state agencies 
or other organizations contracting these services from non-profit sector entities often mandate a wide range of rules 
and guidelines affecting the service provider. Examples are transparency of decision-making, document retention, or 
other procedures. Non-compliance with the guidelines can lead to ineligibility for future contracts or other measures 
(Landeswohlfahrtsverband Hessen, 2007). Other examples are guidelines issued by government agencies’ adherence 
to which is made mandatory for organizations receiving certain types of aid or subsidies (Bundesministerium für 
wirtschaftliche Zusammenarbeit und Entwicklung, 2006). 
 
Non-Binding Third-party Guidelines 
 
 Apart from the formal legal environment of the non-profit sector and the binding guidelines, a significant 
body of voluntary codes or best practice recommendations concerning the non-profit sector has developed in 
Germany with particularly pronounced dynamics in recent years (Brown, 2002; Hamel, 2003; Evers, 2004; 
Neumann, 2005; Bachert, 2006; Dawson and Dunn, 2006; Doll, 2006). In this particular area, the recent influence of 
international developments in non-profit corporate governance can be felt (Vogelsang and Buttkus, 2006; Deutsches 
Zentralinstitut für soziale Fragen, 2007b). New practices that have proven to be effective in other countries are 
introduced in the German non-profit sector. An example are efforts in data collection about sector organizations and 
a drive towards greater transparency of organizational information that is being introduced and modelled on similar 
activities in the US and UK (Buttkus, 2007). 
 
DEFINITION OF THE SET OF ORGANIZATIONAL CHARACTERISTICS FOR INVESTIGATION 
 
 Following other research on organizations, particularly non-profits, the entities investigated were classified 
by a set of descriptive organizational characteristics. Those characteristics were then investigated concerning their 
association with the prevalence of the defined SOA type practices in the organizations.  
 
 Based upon the examples in the literature base, such as the studies by Salamon and Anheier (1997), Bies 
(2003), Wolfbauer (2006), Nah (2006), Crittenden and Crittenden (2000), Nezhina and Brudney (2009), as well as 
Ostrower and Bobowick (2006) and Ostrower (2007), the set of organisational characteristics for investigation in 
this research was assembled. Here, not only the choices made by these researchers were influential, but particularly 
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the ways in how they have adapted sets of characteristics for the purpose of their specific research objectives. Of 
particular importance was the study by Ostrower and Bobowick (2006), which shares a very similar thrust with this 
research. On this basis, the following organizational characteristics were identified for use in this study: 
 
1. Annual revenue, as a measure of organizational size, categorized as:  
- less than EUR 100,000 = ‘very small’ 
- less than EUR 500,000 = ‘small’ 
- less than EUR 5,000,000 = ‘intermediate’ 
- less than EUR 15,000,000  = ‘big’ 
- more than EUR 15,000,00 = ‘very big’ 
2.  Whether any board members have a professional background in any of the following fields: 
- the organization’s field of activity 
- management 
- law 
- accounting 
- other finance (e.g. banking, insurance, investment, etc.) 
3. Whether the organization is part of an international network in any way 
4. Age of the organization 
5. The geographical scope of the activities of the organization: 
- local 
- regional 
- national 
- international 
- other 
6. The portion of the organization’s funding that is based on donations 
7. Whether members of the board of directors (BOD) are active in responsible positions in the corporate 
sector 
 
DEVELOPMENT OF THE RESEARCH QUESTION FOR THIS STUDY 
 
 Assessing the relationship between SOA practices and organizational characteristics, the following research 
question and operational research objectives were defined to implement the study: 
 
 What organizational characteristics of German non-profit organizations are most influential in 
determining potential compliance with the US Sarbanes-Oxley Act? 
 
 In further breaking down the research question, the specific research objectives were defined as: 
 
 To identify the most significant organisational characteristics 
 To rank the most significant organisational characteristics in terms of relative importance in 
determining potential compliance 
 To evaluate the use of the ranking by stakeholders to determine potential compliance 
 To evaluate the extent to which the most significant organizational characteristics could be used to 
increase potential compliance 
 
RESEARCH METHODOLOGY 
 
 The Research Methodology of this study contained three individual approaches:  1) There was a mail 
questionnaire of German non-profit organizations, 2) further structured interviews with leaders of non-profit 
organizations, and 3) a review of related organizational documents. Other researchers focusing on the non-profit 
sector have also used a similar three-pronged methodology, sometimes applied in a step-by-step process (Gaid, 
2007; Mellor, 2007; Pugh, 2007; Converse, 2008). This combined, mixed method approach is also subject of 
theoretical works on quantitative and qualitative research (Miles and Huberman, 1994; Easterby-Smith et al., 2002; 
Patton, 2002; Creswell and Plano Clark, 2007). 
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Mail Questionnaire 
 
 The study was centred on a mail survey of German non-profit organizations gathering information about 
their individual organizational characteristics and their alignment with the defined provisions of the US Sarbanes-
Oxley Act. The design of the mail survey component is partly based on the recent study sponsored by the US Urban 
Institute which gathered data, among others, of the compliance of US non-profits and the organizational 
characteristics of those entities (Ostrower and Bobowick, 2006). For this research the questionnaire collects data 
regarding the SOA provisions and the organizational characteristics defined in the above Literature Review. The 
mail questionnaire of this research follows the ‘Tailored Design Method’ as developed by Dillman (Dillman, 1991; 
Salant and Dillman, 1994; Dillman, 2007). The questionnaire was pilot tested before the main data collection to 
ensure proper design. 
 
 In processing the questionnaire responses, the above defined nine SOA type corporate governance practices 
and the seven organizational characteristics were paired up and the gathered data analysed with the chi-square 
function to test the significance of any association between them. By way of the chi-square test, the association of all 
individual pairs of organizational characteristics and SOA features were tested. This statistical method for 
examining the association between variables is a recommended and proven research tool in social science (Roberts 
et al., 2003; Atteslander, 2006; Nezhina and Brudney, 2009; Hoggins-Blake, 2009). Additionally, the computation 
of the chi-square test is, in some cases, supplemented by the visual examination of the data tables to enrich the 
findings and to gather further information about the association of the variables.  
 
 Detailed information about the analysis of the survey data using these tools is presented at the end of this 
paper.  
 
Structured Interviews 
 
 The survey was augmented and supported by structured interviews with a sub-sample of the organizations. 
A similar mixed method approach, involving a mail questionnaire and follow-up structured interviews, has been 
used by Bies in her study on the non-profit sector in Poland (Bies, 2002 and 2003). LaShaw (2007) conducted her 
recent work on non-profit accountability in the US, also employing both methods. Gaid (2007), as well, used 
interviews on her study of non-profit leadership and the same applies to Carman (2005). Generally, the application 
of the methods followed the work of Atteslander (2006) on research in the social science, Kromrey (2006) on 
empirical research, as well as Easterby-Smith et al. (2002). The addition of structured interviews to this study was 
further informed by Johnson and Onwuegbuzie (2004) and their particular endorsement of mixed method research. 
In general, the interviews focused, more than the questionnaire, on valuation or judgements, open questions and 
such, also addressing points-of-view. The structured interviews were also intended to increase the validity and 
generalizability of the findings of the mail survey.  
 
 The analysis of the structured interviews was meant to lead to the identification of the drivers of 
questionnaire results and to provide support for the overall results and conclusions of the study. For this purpose, the 
questions defined for the structured interviews addressed two main areas: 
 
1. What are the reasons for the questionnaire results? Why are certain organizational characteristics more 
influential towards potential compliance with the main features of the Sarbanes-Oxley Act than others? 
Why are certain organizational characteristics not influential at all? 
2. Are these results useful for the stakeholders? Why would certain groups of stakeholders find the results 
useful and other groups would not? Can the results be used for benchmarking? Why would the information 
about the most influential organizational characteristics be useful to increase potential compliance? 
 
Document Review 
 
 Further, a document review of another sub-sample of the non-profit organizations was done. Here, 
documents of the organizations were reviewed, such as financial statements; articles of formation; by-laws; 
resolutions; publications; policies and manuals, if existing; the organization’s code of ethics; programme materials; 
promotional materials for members or donors; field reports; and other documents relevant to the research question. 
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The addition of such a document review has been successfully used in previous non-profit sector research. For 
example, Mellor (2007) augmented her study on nominating committees by a review of organizational documents. 
Other researchers used the analysis of organizational documents in combination with interviews of the non-profit 
organizations’ leaders; for example, Gaid (2007) in her research involving an international poverty relief 
organization. The particular combination of survey, interviews and documentary review can be found, for example, 
in the research of Converse (2007) on communication among non-profit leaders and Pugh’s (2008) study on non-
profit governance. Further, the use of organizational documents is also supported in secondary literature, such as 
Creswell (1998) and Mellor (2007). Miles and Huberman (1994) cite attention to organizational documents in their 
work on qualitative data analysis, as well as Creswell and Plano Clark (2007). Matching documentary data with 
interviews is emphasised by Patton as ‘bringing together multiple perspectives’ and thus enabling triangulation 
(Patton, 2002). This further method of data collection enabled triangulation of the findings and helped to ensure 
validity and reliability of the results.  
 
 For this purpose, the information regarding Sarbanes-Oxley type corporate governance practices prevalent 
in the organizations and regarding the organizational characteristics, as previously recorded in the questionnaires 
and structured interviews, were cross-checked with the organizations’ materials. The particular focus of the 
document review was on those organizational characteristics that had been identified in the preceding analysis as 
having a significant association to the existence of SOA corporate governance features in the organizations. Further, 
regarding those organizations that provided information indicating they already follow SOA type corporate 
governance practices, their documents were examined with a view on corroborating that information.  
 
Sample Design and Details of the Data Collection Process 
 
 As sample population for the study, the current holders of the seal of approval of the Deutsches 
Zentralinstitut für soziale Fragen (DZI) were selected. The DZI is a public trust first established in 1893 and today 
supported by the Senate of the City of Berlin, the Federal Ministry for Family, Senior Citizens, Women and Youth, 
the German Association of Chambers of Commerce, as well as by a number of non-profit sector umbrella 
organizations. The DZI is the main and most highly regarded accreditation body for donation soliciting 
organizations in Germany (Vallant, 2003). For the reporting period 2006/2007, 232 organizations where registered 
with the DZI and had received the award ‘Donation-Seal - Verified and Recommended’. The survey was conducted 
in March and April of 2008.  
 
 For the purpose of the mail survey, the entire population of all registered organizations was included in the 
sample frame. The mail survey was pilot tested with a sub-sample of the population before application of the main 
study. For the second method of data collection, the structured interviews - a sub-sample of the respondents of the 
survey - were selected. The third part of the data collection was the document review of a further sub-sample of 
these organizations.  
 
 Whereas the mail survey led to positivist, quantitative results, the additional structured interviews and 
document review were intended to lead to supporting phenomenological, qualitative results, enriching and 
triangulating the research. 
 
 The data gathered through the mail questionnaire were analysed using the chi-square test, examining the 
associations between two groups of variables - the organizational characteristics and the existence of the defined 
SOA features. Since there has so far been no systematic research on the readiness of German non-profit 
organizations for the provisions of the Sarbanes-Oxley Act, this research was of an exploratory nature and sought to 
produce indicative results.  
 
RESEARCH RESULTS AND THEIR APPLICATION 
 
 Of the 232 organizations registered with the DZI in 2006/2007, 159 returned a usable questionnaire, 
resulting in a response rate of 68.5%. With 28 of the responding organizations, interviews were conducted. Further, 
28 entities made organizational documents available for the documentary investigation.  
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 Based on the data analysis, the study resulted in the identification of an association of certain organizational 
characteristics with the existence of Sarbanes-Oxley type corporate governance practices in the organization. This 
association of characteristics and practices informs, as an indicative link, about a potential compliance of the 
organization. The identified characteristics in order of importance are: 
 
1. The annual revenue of the organization - the higher, the greater the association 
2. The age of the organization - the older, the greater the association  
3. The existence of an international branch or sub-organizations structure  
4. The organization’s board members being active in the private sector 
5. The organization having an international scope of activities  
 
 Further, the following organizational characteristics were found not to be indicative of an alignment with 
SOA-type corporate governance practices:  The degree of funding out of donations and the board members having 
an applicable professional background. 
 
Representation of Selected Findings 
 
The following represent examples of the data concerning the link between organizational characteristics 
and the corporate governance practices. Figure 1 shows data concerning the annual revenue and commissioning of 
an annual external financial audit. Figure 2 represents data concerning the characteristics ‘International Structure of 
the Organization’ and ‘Private Sector Activities of its Board Members’ associated to corporate governance practices.  
 
 
 
Figure 1:  Example of Collected Data - Commissioning  
of an Annual External Financial Audit in the Defined Categories of Annual Revenue 
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Figure 2:  Examples of Collected Data - Existence of Policies in Association with an International Structure  
of the Organizations and Private Sector Activities of its Board Members 
 
 
Relationship to Other Recent Research 
 
 These findings correspond closely with the research of Ostrower and Bobowick (2006), as well as Iyver 
and Watkins (2008), on the affect of SOA on non-profit corporate governance in the US. Nezhina and Brudney 
(2009) focus on the origins of the drivers in corporate governance change, but confirm the importance of the size of 
an organization as a significant determinant. 
 
Utility of the Information on Organizational Characteristics’ Influence to NPO Decision Makers, Lawmakers, 
Donors – Recommendations to Stakeholders 
 
 A further objective of the study was an assessment of the utility of the research results for certain groups of 
organizational stakeholders. Those were defined as NPO internal decision makers, lawmakers/regulators and 
donors/sponsors. Instrumental in this assessment was specifically the structured interview part of the research 
methodology. The results of the preceding mail questionnaire were briefly presented to the interview participants 
and their views on the perceived usefulness collected.  
  
 Regarding the internal NPO decision-makers, to which group most of the interview participants themselves 
belonged, the majority of the responses indicated that this group of addressees would gain from this 
knowledge and benefit from the research results.  
 
Use of research findings for this group would be through their application as a benchmarking tool. The 
NPO leaders can compare the readiness of their own organization to that of similar entities, described by 
their organizational characteristics, and assess a necessity for improvement in comparison to the 
organization’s peers. The identified association between characteristics and SOA-type practices thereby 
served as an indicator of potential compliance of similar organizations. 
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NPO decision-makers also benefit by using the knowledge about the association of organizational 
characteristics and potential compliance when working to improve corporate governance practices in their 
organization. Specifically, the information about the importance of the organization being part of an 
international network of organizations and the professional experience of board members relating to high 
potential compliance can be helpful in the development process. 
 
 Regarding the utility of the results to regulators and lawmakers, the opinion of the interview participants 
was mixed. A slight majority of participants responded that the results would indeed be useful to this group 
of addressees.  
 
Regulators and lawmakers can apply the research findings in assessing an impact of increased corporate 
governance regulation on certain groups of NPO relating to their already existing readiness.  
 
Here, differentiation of regulatory initiatives concerning German non-profit organizations, depending on 
their organizational characteristics, is aided by the research findings. Specifically, the information about the 
influence of the annual revenue of an organization, as well as of its age, is of importance.  
 
A practical example of such regulatory differentiation is the applicability of the California Non-profit 
Integrity Act only for organizations of an annual income of USD $2,000,000 or more, exempting smaller 
organizations. Here, the impact, in terms of need for change, is likely to be greater than in lager 
organizations; but at the same time, this group possess fewer resources for the implementation of new 
requirements (California Attorney General, 2004). 
 
 Regarding the usefulness of the research findings to donors and sponsors, the majority of the recorded 
responses were negative. 
 
The study led to the conclusion that the findings are of only limited practical utility for most NPO donors 
and sponsors. Corporate governance matters were identified as commonly only of limited importance in the 
decision-making process of general donors.  
 
Application of the research results in specific cases can be envisioned; for example, in larger scale 
professional sponsorship relationships where the industrial or business sponsors are familiar with and 
anticipate certain corporate governance practices in the supported organization. Here, the research results 
can provide guidance.  
 
 Beyond the defined concerned groups, the structured interviews led to the identification of additional 
groups of likely interested parties, which were mentioned by the participants. Among those were auditors and 
accountants specializing in services for the non-profit sector. Likewise, consultants working in the sector were 
mentioned as likely to benefit from the research results. Further, similar to the internal NPO decision-makers, 
interview participants pointed out that representatives of non-profit sector umbrella organizations were likely to be 
interested in this research.  
 
 Knowledge about the association between organizational characteristics and the existence of SOA-type 
practices can be utilized specific to these service providers’ relationship to sector entities. Auditors and accountants 
can use the research findings to assess the potential strength of corporate governance systems relating to an 
organization’s profile and relative to other organizations. Consultants can find use in identifying and evaluating 
needs for change in organizations. Further, representatives of NPO umbrella organizations can apply the research 
findings in communication with external addressees concerning sector corporate governance issues, their knowledge 
about the status having been further improved.  
 
Organizational Characteristics’ Role in Increasing Potential Compliance with the US Sarbanes-Oxley Act 
 
 A further objective set for this research was an examination whether those organizational characteristics, 
which were found to have an association with the existence of SOA-type practices in the organization, could become 
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instrumental in increasing the potential compliance with the Act. The data for addressing this part of the research 
were mainly gathered in the structured interview segment of the research methodology. The responses from the 
interview participants to this question were mixed, with a slight majority assessing such an approach as useful or 
practical.  
 
OVERVIEW OF ALL RESULTS 
 
See Table 1 below for a complete overview of all results identifying the associations between 
organizational characteristics and the existence of Sarbanes-Oxley features and also showing those characteristics 
where no or only a small number of associations were found.  
 
CONCLUSION 
 
 This paper presented the analysis of data concerning the preparedness of German non-profit organizations 
for compliance with the provisions of the Sarbanes-Oxley Act and those organizations’ characteristics. The subject 
matter in regards to the Act’s provisions, as well as the German non-profit sector were briefly described. Further, the 
research methodology encompassing data collection and statistical analysis were laid-out.  
 
 The results were presented in form of those characteristics identified as influential regarding the existence 
of Sarbanes-Oxley corporate governance features in those organizations. The paper also states how this knowledge 
can be used by various organizational stakeholders relating to matters of compliance.  
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Table 1:  Complete Overview of Results - Number of Associations between Organizational Characteristics and the Existence of Sarbanes-Oxley Features 
 
 
Results
Existence of an Association between the Variables based on the Chi-square Test
Organizational Characteristic:
Sarbanes-Oxley Feature: Annual Revenue BOD applicable 
professional 
background
Existence of an 
international 
branch or sub-
organization 
Age of the 
Organization
International 
Scope of 
Activities
Degree of 
Donation 
Funding
Board Members 
are active in the 
private sector
Preparation and publication of financial statements
YES NO NO YES NO NO YES
Existence of a board financial audit committee
NO NO NO YES YES NO NO
Board financial audit committee members have formal 
financial training
NO NO NO NO YES NO NO
Commissioning of an annual external financial audit
YES NO YES NO YES NO NO
Rotation of external financial auditor or lead audit 
partner in the last five years
YES NO YES YES NO YES YES
Existence of a formal conflict of interest policy covering 
the organization's directors and executives
YES NO YES YES NO NO YES
Existence of a formal process to handle employee 
complaints
YES NO YES YES NO YES NO
Existence of a formal Document Retention / Destruction 
Policy
YES NO NO NO NO NO YES
Prohibition of loans out of the organization's funds to its 
board members
NO NO NO NO NO NO NO
Count 6 0 4 5 3 2 4
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